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This is in response to your August 17,2007, e-mail concerning The E 's claim, in its 
name, with respect to real property held in an irrevocable trust for which it is the sole beneficiary 
and the applicability of Property Tax Annotation 880.0206 and former Revenue and Taxation 
code1 section 214.12. As hereinafter indicated, in instances in which properties are held in trust, 
the trustee holds legal title to the property while the beneficiary or beneficiaries hold equitable 
title and ownership of the property for property tax purposes. 

Typical trusts for welfare exemption purposes are trusts established for charitable purposes 
having as beneficiaries the community as a whole or an unascertainable portion thereof. Other 
trusts are trusts established for charitable purposes having as beneficiaries specific, named 
organizations which are charitable organizations. The E is an example of the latter type 
oftrust: The E , the trust beneficiary and claimant (hereinafter claimant), is the 
equitable owner of the real property for welfare exemption purposes. As indicated, a trustee 
holds only legal title to the property. The trust and the claimant both have to meet requirements 
for the exemption. The trust has to meet organizational requirements for the exemption while the 
claimant has to meet all the requirements for the exemption. The property may be recorded in 
either the name of the trust or in the name of the trustee. Either the trustee or claimant must file a 
claim for an organizational clearance certificate and a claim for exemption. 

In response to your questions then, claimant as the trust beneficiary is the equitable owner of the 
property and can file the claim for an organizational clearance certificate; and the property is 
eligible for exemption if claimant meets all the requirements for the exemption and if the trust 
meets the organizational requirements therefor. As to the recordation requirement of section 261, 
a deed to the trust, or a deed to the trustee and acknowledgment that the property is held in trust 
for claimant, and recordation in the name of the trust or in the name of the trustee, as the case 
may be, is acceptable. 

All further statutory references are to the Revenue and Taxation Code, unless otherwise specified 
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Finally, the March 11, 1991, letter upon which Annotation 880.0206 is based and the annotation 
are correct and are an example of an instance in which real property is held in an irrevocable trust 
with a specific, named beneficiary or beneficiaries; and former section 214.12 has no bearing 
upon your inquiry. 

You state that you have received a Claim for Organizational Clearance Certificate from The E 
. Claimant was formed in 2004 and according to its Articles of Incorporation, its specific 

purpose is to: 1) operate, in perpetuity, a Victorian era home in as a public museum to be 
known as "The House;" 2) restore, preserve and maintain the home for education 
and enjoyment of citizens; and 3) obtain historic landmark designation as a museum. 

The claimant does not own the museum. The real property upon which it seeks exemption is 
owned bylin a trust. According to information provided, the claimant is the sole beneficiary of a 
testamentary nonprofit charitable and irrevocable trust created by the will of the late County 
Superior Court Judge . Under the irrevocable trust, the Directors as 
Trustees and Directors of The E hold the exclusive possessory interest in the subject 
property, in perpetuity. The legal title of record to the property is held in trust by the trustee, Wells 
Fargo Bank, for the use and benefit of the beneficiary. The beneficiary owns the equitable title. 

Analvsis 

While section 214.14 provides for exemption for property used as specified and owned and 
operated by a religious, hospital, scientific, or charitable fund, foundation, limited liability 
company, or corporation which meets all the requirements of section 214, subdivision (a), and 
while section 214, subdivision (a) provides for exemption for property used as specified and 
owned and operated by community chests, funds, foundations, limited liability companies, or 
corporations organized and operated for specified purposes, these and other sections 
implementing the welfare exemption follow from article XIII, section 4, subdivision (b) of the 
California constitution2 which states: 

The Legislature may exempt from property taxation in whole or in part: 
* * * 

(b) Property used exclusively for religious, hospital, or charitable 
purposes and owned or held in trust by corporations or other entities (1) 
that are organized and operating for those purposes, (2) that are nonprofit, 
and (3) no part of whose net earnings inures to the benefit of any private 
shareholder or individual. (Emphasis added.) 

* As originally adopted in 1944, former article XIII, section 1c stated: 

In addition to such exemptions as are now provided in this Constitution, the Legislature may exempt fkom 
taxation all or any portion of property used exclusively for religious, hospital, or charitable purposes and owned by 
community chests, funds, foundations or corporations organized and operated for religious, hospital or charitable 
purposes, not conducted for profit and no part of the net earnings of which inures to the benefit of any private 
shareholder or individual. 
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Thus, while not specifically mentioned in section 21 4, subdivision (a) or in section 2 14.14, 
property held in trust by a qualifying trust has been eligible for the welfare exemption for many 
years. Historically, in order to determine whether organizational requirements have been met, 
the trust instrument has been cited as one of the documents to review. For example, Assessors' 
Handbook 267, Welfare Exemption (1973) at pages 21 and 22 and at page 40 provides the 
following: 

d. Property is Irrevocably Dedicated to Exempt Purposes and Will Not 
Inure to the Benefit of Any Private Person on Dissolution, Liquidation, or 
Abandonment of Owner 

. . . The question is one of the authority of the institution with respect to its assets 
as set forth in the Articles of Incorporation, Constitution, or Declaration of Trust 
under which the institution is o ~ e r a t i n ~ . ~  (p. 21 -22.1~ 

* * *  
D. COMPLETION OF THE ASSESSOR'S FIELD INSPECTION REPORT 

It is imperative that the assessor complete the Assessor's Field 
Inspection Report (form AH 267F) with care. . . . 

Section A - Claimant 

Check the appropriate space according to your understanding of the 
primary purpose of the organization. The answer here concerns the claimant and 
not the use of the property. A consideration of the facts shown in the articles of 
incorporation, the constitution, trust instrument, or other document evidencing; the 
nature of the organization should assist in maklng this determination. 
(p. 40.) 

(See also ~ l c o s e r ~  v County of San Diego (1980) 11 1 Cal.App.3d 907, copy attached, in which a 
trust which had claimed exemption for its property met all the organizational requirements for 
exemption but its activityluse of the property was held to be a nonqualifying one.) 

Emphasis added. 
4 Assessors' Handbook 267, Welfare Exemption (2004) refers to trusts on page 17: 

NOT ORGANIZED OR OPERATED FOR PROFIT 

A basic requirement for the welfare exemption is that the owner(s) andlor operator(s) of property 
must not be organized or operated for profit. Determination of nonprofit status can usually be 
made after a review of an organization's formative documents such as articles or incorporation, 
articles of association, bylaws, constitutions of unincorporated associations, or declarations of 
trust. 

Emphasis added. 
Alcoser was probably one of the trustees of the trust. 
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Trusts, Trustees, and Beneficiaries 

As you know, in instances in which properties are transferred and held in trust, the trust can be a 
qualifying organization. The trustee or trustees hold legal title to the property while the 
beneficiary or beneficiaries hold equitable title and ownership of the property. Thus, the nature 
of the trust and of the beneficiary or beneficiaries of the trust is important for property tax 
purposes. 

Trusts with General Beneficiaries 

Typical trusts for welfare exemption purposes are trusts established for charitable purposes 
having as beneficiaries the community as a whole or an unascertainable portion thereof, for 
example, persons in need of medical care. In such instances, the trust is viewed as the 
organization which must meet all the requirements for exemption in order for the trust property 
to be eligible for the exemption. Alcoser v. County of Sun Diego, supra, is typical of this type of 
trust: a trust created to receive and administer contributions required by a labor agreement for 
use in instruction in construction for persons 18 years or older. See also copies of the following 
documents, attached: 

1. April 11, 1973, memorandum fkom Mr. W.W. Dunlop, a prior Executive 
Director, to Honorable Milton Marks regarding and 

for Northern California. 
2. July 19, 1973, letter from Mr. J.J. Delaney to Mr. 
regarding 
3. March 26, 1975, letter fkom me to Mr. William H. Cook regarding The 

Foundation. 
4. March 17, 1976, and February 9, 1977, letters from me to Mr. 
regarding The Foundation of America. 

Accordingly, the trust has to have a qualifying statement of purpose, an acceptable statement of 
irrevocable dedication, and an acceptable dissolution clause in its trust document or bylaws; it 
has to have an acceptable income tax exemption letter; it has to file financial statements and 
satisfy the charitableldonations requirement; and it has to meet all the other organizational 
requirements of section 214 and following, including recordation of the trust's real property in 
the trust's name or in the trustee's name.7 As the organization which must meet all the 
requirements for exemption in order for the trust property to be eligible for the exemption, the 
trust through the trustee or trustees would be the person to file the claim for an organizational 
clearance certificate and the claim for a welfare exemption. 

Trusts with S~ecific, Named Beneficiaries 

Other trusts are trusts established for charitable purposes having as beneficiaries specific, named 
organizations which are charitable ~r~an iza t ions ,~  for example, The E . In such 
instances, the trust must meet organizational requirements for the exemption, but the beneficiary 

See page 2 of the copy of the February 15,1968, letter, attached, as to property held in the name of a trustee. 
8 The trustee, whether another nonprofit organization or a for-profit organization, holds only legal title to the 
property. Ownershp for welfare exemption purposes, equitable title, is in the trust beneficiarylqualifying charitable 
organization. 

December 3 1,2007 
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or beneficiaries must meet all the requirements for exemption in order for the trust property to be 
eligible for the exemption. See copies of the following documents, attached: 

1. February 15, 1968, letter from Mr. John Knowles to Mr. 
regarding 
2. March 5, 1973, letter from Mr. John Knowles to Mr. 
regarding 
3. July 26, 1973, letter from Mr. Thomas Hartigan to Mrs. 
regarding 
4. August 29, 1973, letter from Mr. Hartigan to Mr. regarding 

Accordingly, the trust has to have a qualifying statement of purpose and an acceptable statement 
of irrevocable dedication and an acceptable dissolution clause in its trust document or bylaws, 
and it has to have an acceptable income tax exemption letter. And each beneficiary must have a 
qualifying statement of purpose and an acceptable statement of irrevocable dedication and an 
acceptable dissolution clause in its articles of incorporation, an acceptable income tax exemption 
letter, and financial statements. Each beneficiary must meet the charitableldonations 
requirement, and each must meet all the other organizational requirements of section 214 and 
following, except that as to the recordation requirement of section 26 1, a deed to the trust, or a 
deed to the trustee and acknowledgment that the property is held in trust for the qualifying 
charitable organization or organizations, and recordation in the name of the trust or in the name 
of the trustee, as the case may be, is acceptable. (See page 2 of the copy of the February 15, 
1968, letter as to property held in the name of a trustee.) 

As to the filing of a claim for an organizational clearance certificate and a claim for the welfare 
exemption, either the trust through the trustee or trustees or the beneficiarylqualifylng charitable 
organization or organizations could make the filings. (Again, see page 2 of the copy of the 
February 15, 1968, letter.) 

Annotation 880.0206 

Consistent with the February 15, 1968, letter and the longstanding administration of the welfare 
exemption with respect to trusts with specific, named beneficiaries, the March 1 1, 1991, letter 
upon which Annotation 880.0206 is based states in pertinent part: 

In instances in which properties are transferred and held in trust, the 
trustee holds legal title to the property while the beneficiary or 
beneficiaries hold equitable title and ownership of the property for 
property tax purposes. Thus, the nature of the present beneficiary or 
beneficiaries under the trust would be determinative. 

. . . If the Corporation were the beneficiary, the property would be exempt 
under the welfare exemption during the trust period if all of. the 
requirements of Section 214 et seq. were met. . . . 
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The letter then addressed the possibility of multiple trust beneficiaries and concluded: 

. . . Thus, unless the Corporation were the present beneficiary or one of the 
present beneficiaries of the trust during the trust period and all of the 
requirements of Section 214 et seq. were met by the Corporation and other 
users of the property, as applicable, the property would not be eligible for 
the welfare exemption during the trust period. 

Accordingly, the March 11, 1991, letter upon which Annotation 880.0206 is based and 
Annotation 880.0206 are broad summaries of the February 15, 1968, letter and applicable in 
instances in which real property is held in an irrevocable trust with a specific, named beneficiary 
or beneficiaries. 

Former Section 2 14.12 

Finally, section 214.12, as added by Stats. 1984, Ch. 1040, in effect January 1, 1985, and as 
repealed by Stats. 1991, Ch. 646, in effect January 1, 1992, has no bearing upon your inquiry. As 
indicated in the November 20, 1984, Letter to Assessors No. 8411 07, copy attached, section 
214.12 was added to provide that for years prior to 1983 in Sierra County, a claimant, which 
would have qualified for a welfare exemption with respect to taxes on a possessory interest in 
publicly owned land or on improvements on land owned by another except for a failure to have 
that interest of record on the lien date (section 261), would be granted a welfare exemption with 
respect to that interest or improvement.g This was in response to Sierra County Assessor 
Copren's denial of the claimant's claim for exemption because claimant's interest in property in 
Sierra County had not been of record on prior lien dates in the Sierra County Recorder's Office 
(section 261). Your inquiry pertains to a claim for organizational clearance certificate with 
respect to real property held in an irrevocable trust and recorded in the name of the trust. 
However, a copy of the recordation should be obtained and reviewed. 

Attachments 

cc: Mr. David Gau MIC:63 
Mr. Dean Kinnee MIC:64 
Mr. Todd Gilman MIC:70 

In Copren v. State Board of Equalization (1988)  200 Cal.App. 3d 828, the court of appeal determined that the 
claimant had waived the exemption, and that section 214.12 was unconstitutional. 



Ran. f i l t o n  Jk48Tk~ 
Senator, 9th D i s t r i c t  
Stab? CapZto9, Room 2070 
Sacrmento, Ga l i f a rn ia  

Attention: %re . 

You requested our emlanation of the masons f o r  
Finding the above-rimed trust ineligible $or %he raelfme 
exewpkion. The fin25zkg aheeb naae by our welfare exemption 
officer &atst3 A p r Z 1  9 ,  9973, l r s t s  Che To210b5ng three reasons: 

2, T b t  % Q S % F % ~ D ~ ~ %  &gd ~ i ~ t  ~)FGP%&B t h ~ e  *& 
p r ~ p e ~ t g  of %be t ~ u s t  w a s  5-vevocably de2Ecateb to religiaus,  
charl%able, s a i e ~ t i f  ic, or hospi te i  Turposes 8s requlred by 
sectios4 22.k ,Q1 o l  $he Re~enue; a d  T-%i#n Code, 

2 F3e ~3-& BiE act hefudc a P e t L e r  fma tha  
appropriate g o ~ ~ r m ~ n t a l  agency ~ z l i ~ g  %ha% &he tnust w a s  ~ x e r q t  
under soctlran 502 ( c )  [ 3 ]  of %he JIZ~B-FE.~~ R B V B ~ I C ,  Zade or saet5an 
237096 of tihe Bevenue m d  P=zxntizm ZQ&B, 

3. peti t imer d.ld got show t hz t  t he  p m p a ~ t y  w a s  
exclusively use& fir chasikakl-e pnrpcses, 

The T i r a t  t m  reasons To~a dss ia l  aye ~FOCE?*~PEI in 
nat;v.ra. fme~oeab1.e d e 2 i ~ a t i a n  ciause could  Ba sdcsd by w ~ y  
of menbent to t;$e tms% document at m y  t h e  p r i o r  %O E e ~ c h  1, 
1974, md t h e  organlza-l;iori would q u a l i f y  Par the e x e q t i o r  fo r  
the %EX yeEy 1973-'j'&, Siaflar ly,  t h e  oz=ganZzatlan coz;t"l abtgin 
z mlfng  f ~ o m  t h e  Internal Revenue S e ~ v l c e  or the ,Wanchlse T a x  
Board t h a t  t h e  t r u s t  que l i f i ed  mder  the e p p o p s i a t e  section to 
s r t i s e  t h e  requirement of section 214.8, 

rsmzlining reason for t h e  TbC-ing o f  be1igfb'al"itg 
Fs of a substantive nature, Th@ imst Inztrmen3 proviclss 3% 
B z t i c l e  IY, as %-ended by amendment Bo, b,  effsc 'cive Jmuzz-y 1, 
1572, thz t  t h e  Saard sf trustees s t a l l  have %he Fawer and duty 
to administer the fwd for t h e  purpose o2 sducat2ng f z ~ d  t ~ ~ i n i n g  

" persons as journeymen DT E P P Y ~ X I ~ ~ C B B  in ell class2fications 
covered By collective bargaining agreemszts "to %he end %hat 
there sha l l  be adequate supply of educate& a d  skilled 
journeymen svai lsble  to m a n  the jobs of i n d i a i C u e l  e m p l o g ~ r s  ." 
In o d e r  to quaLIBy for t h e  kreli'a~e exam;)tion, %be o~ganization 
mst sbaw t h a t  it Is making  a gift to the comurmi-ly as z whole 
op a. large indefznite p o r t i o n  ? ; h ~ ~ a o f .  h ? ~ e ~ e  pmtfes to m. 



son. Hilton Harks 

arrangement  pa^ f o r  what they  receive, the  e s sen t i a l  donative 
element is lacking, V. 
(197'~) 12 Cal,Apga3d C 

orgarrizationx are  pay fund in order to tsain 
appmnticos in ehe v w i l l  be assured 
af an adequate working T o x e .  C 

%at we consider to be a s i m i l a r  aituation,waa l i t i ga t ed  
l a s t  year by t he  County of Lca kngeles. Tbe Cal i fo rn ia  College 
of Norturn7 Science prepared applicants for b e c d n g  embalmers 
and funeral direcfors in a one-year course af study following 

&&ation frosl hi@ scheol. In this D a s S  Oal5rorrri.a C o l l e ~ ~  of 
Science v .  County of Los Angales ( al. ~ p p  .3d- 

t h e  Court of' Appeal puled t h a t  ths taxpayells training 
program did  not tibenofit p r i m a ~ i l g  the oomunity as a & - o l e  or an 
unasoertdnable aad h d e f i n i t e  por t ion  thereof ,  but benefits 
instead primari ly a definite s epen t  thereo2, nmel^g, tbe h ~ r a l
sersiees Lndust~y, by providing f o r  it co~pe ten t ly  trslned 
personael. (oi ta t im) 'Phis special rtnd l i m i t e 6  benefit ia 
chn~acterr is t ic  of v o o a t i ~ n a l  sohools generslly. P 

The wel fe~e  exempti~n application does not show any 
charitable ~ctivity in whleh the trust fund engages. %e oonsider 
the  t raiaing of apprentldes for the constmct2on industry  t o  be 
insufficient to qna l l fy  for the exemption, 

m '@&TI: e l  

bc fie Vance Price 

 



Dear 5 ~ 3 ,  

be: K l ,  Jack F. Eisenlauer 
(I*. 'Vaaz,ce P r i c e )  (1 Pus S.P, 

Legal Section 1 Pos 14ontesey 
c c :  Az-, DarBlr3 E ,  Sz@rdirt 



42 j BO - pa&% -- ef slg net  az,~3%zp of 'Lei= @krngr 
k~wces tc &-ze b%z:e%i% B E   my ~ZL'EPEL- 
g&~~-&~sl&r a+ ir,&ivj.&ueB ; 



{ 5 )  g~~aprn&y 1s riot .ss@a by Zha mmex a 
rie~5erg +&eze~f for  P~&ke,~+al GE l a d ~ e  ~ L E S P ~ P ,  
on: f a r  owiaf p * z p ~ ~ e &  bzr-"ep% where  sack 
is ePearJp h c i C ~ n e a l  ta 5% g s b r y  S E L ~ ~ % D Z S ~  
haspizalr scienzific, ez &-ar%*t55le Purpose; 

( 6 )  Tt~e property i s  irrevocaSlg Bericrted +& r e l i g i c u s ,  
&ari$ab&er s~ i .&a t i f i~ ,  BE bg;z@~'2=a~ t,&zp38efg 
u2on %ha L i q z i Z a t i ~ ~ ,  dfsscIn~Ar-4n ax &mGa~Li%s_n_t 
a2 hzie ~ m e x  siEI3. zot $I~_ura kbe beige;fL% of 
griyak9 ; J + ~ - ~ Q Z %  e-&a&t e fund, f o * a ~ d ~ t i o n ,  or 
corp~,rz t ion orqanizad anti uperateil for religiar?, 
$@g$pbt&., ~chi;*&g&tZ C ~ ? E T ~  k&1f3 ~ i i ~ Z S e & ;  



6 ,4. 7 F&g~;tm;-~c",~~n 2.d -- T,-rgy~oc&fii+'-- m - *  L ~ E B  T m s @  & ~ a Z 1  
bo conser<&& in accor"anco $gis&$Lvr of the GL_+te sf 
Zialiforriia . + . Tk-ihs TxiiaQ ske13 52 irrevac&ka, bnk 
i~, ipdy c@pu&-A3t2& 5-i: ~ 2 y  zf tgh 1 9 3 %  by ar;mha~s 
ac",isn of tho Z40~ird DE ManaGers. i:pazs kite -,erz&zs.eio~ 



Of &.hiS rh-%- ~ ; a s t ,  as af~reszif i ,  assazs cf this 
T ~ t l i  reaaj2Lr1g zfLker gzyzaer12 aTF OE ~ r 0 ~ 9 t s l o n  ~ C E :  

pgq-~k nf, df B&&s and 91akiAities af S i b  Trxse 
shald, be fii~pil38b& OE An such --arr as aiay be 
ai rsa& 1798 .&csea of 5 3 %  S i ; ; - p ~ i ~ g  C%W-~ . wi1ar~ 
yetikicm &- ths Ae+tmrneg C m a r 8 Z  af L l e  $+txke of 
C a l i f ~ ~ i a ,  OX by any Faxson c~~ce,med in &be 
%iqd$arion, 2~ proaazGiags t@ whi& said &kC;smay 
GeneraE is a p a r t y l  



Attorneys et Law 
- 

Ti-- -,.ls a is in response +a pour - PIzrch 9 ,  2576,  l e r ~ e r  wiLe re in  
- yo3 requert  t.?&,at so review proposec cnanges in b e  

Fgrn&&tioa m r i c a ' s  De-iaratia.on ~f Trusz ia ligkt of k:~ 
argar.izarion&l reoubene;its - cf s e ~ t i o r ~  224 sad folioi*'ir:g - of t he  
.Seven= Taxatior: CnSz vhick pmvi ie  f cr izoiflre sxe;l;>'LL€ZI. 

Prr your l e r t e r ,  t : ~ e ,  f c l l o w i n r ,  cczcges are proloset : - 

? .  
1. In eLe $;rlereae Cianses an: m &arzgralh 5 ( r )  , 
"sk-zrir;z;bie, ~cizca-ioli,al, scicr;'Zific bat < 4 .=e; B T J ~  

p-iqpser 

- 
5 5 8 ~  me'; 'he reguirman.;s far exemirion 

provide2 "-7 -a  Sec&ion 214 of &he g ~ y ~ ~"a><&"ioil 
Co&cn 28 to Be srijseitnre& for 'cheritable, e ' , uca~Lan i l ,  
scient if ic  &qd rel igious p-zTpsesS 

2, In  th+ first past of p z r ~ i ~ s 3 p h  5 ; " ~ - a ~ i t & i . e  
p&c&.i~oal, scisntific, se3igious ;;urposer char- 
meet r e ~ a i r c ~ ~ n t g  i o r  eremsrion yrovide.5 by S e ~ t i c r ~  
514 of the R~ven.ao and Taxation CoSe, inclu&ing, bar 
%SiS&LaUt ~ ~ = & - - + j - 7 , +  bc6L--V*-s 

. 
to be s - & c , t i t ~ t e d  f ~ r  : $-%e 

pzrposes of". 

- 
3 .  13 paragra;h 7 i c )  "charitable, ef ucaziocai, 
scielitilFc an6 zeEicjiou% p u r p s e s  t h ~ t  neet khe 
rrqilirexients for  exaTption ~ r o ~ i Z e k  bi- E t c z i o r :  2i4 
of $-$- agvtnuo ar,& 'ar.aLio- Code'' is to ~ a 3 s t i t q ~ t ~ ~
for " ~ ~ ) ~ 6 t a n ~ ~ i a l l y  =lie F a m e  pcrpses aa  tease of $ 3 2 5  

i, G rr 

~ ~  

 



s f  t h e  Revenue aid Yaxa-kion Code" is to 3e s u b s t i t u t e d  
for  "charitabf e, educat ional ,  scientific or rel is ious 
l.urimsesn i n  me t h i r d  sentence; an2 "Sect ion  501(c) ( 3 )  "' 
is to be substLtuted f o r  "Section 501", 3lso in t h e  
t h i rd  sentence*. 

'tiiChi2c changes cf this nat-xre are necessary, +&e proposed 
changes are not sufficient to m5et a l l  the oryacixational requirenents 
of Section 214 ad following. I n i t i a l l y ,  sec t ion 214 descriSes 
the general Type of ~ g o p e r t y -  ~Yfiich e m  be exempr, namely, t h a t  
devoted 20 re l i~ ia i l s ,  h o ~ ~ ~ i k z 1  scientir"ic, or charitable purposes a 
Although "cAarit&ZeG ezhraces soms eeuzational p-iifposes, not a i l  
educational pur9oses are "charit&lem, tieace, the necessixy for  
khe l is~iikazion "xesting reqnirements for exeiiipkiun as provided 
by sec+ion 214 02 the Eevenus and T a a t i o n  CoCe7' where purposes 
of an ~ r y ~ i z a t i o n  are educational.  Also, the  statu-tory schcae 
~zxp loys  "or" rather "an&" where an azgaaization pus3ss 
zultigle plr2oses. Accordingly, " ~ e l h g i ~ i l s ,  scksntif - ic , c?~;.ritakjle 
ox educational pzrpuszs :aestins *e recpirenents rcr exeziptioa as 
2roviEeZ by seetias 214 of the gevenue Tarstion Code" rather t h a n  
'ckLzirika5lef e5acakianall scientific, and r ek ig lous  parpcsas thac 
meet +&e x=qnirene~+cs, B ~ C - ~  ~ 2 0 ~ 1 6  bz ~#sk i t z%ed  is a y  3sfsma"L~on  
of aecfaseion of ~r;;st w,i;icb ;;iligke be execuked. 

In adzit ion,  sectlon 214 ( G )  grsTi5ss tha t  Sropsrcy ased 
exclusively fox ewespt purposas owned 2nd cperated kip ~ra;lf.,i-a" L ~ G T ; , S  

orya-i.,izaQ operate& for e x ~ ~ p 2  pzzPases is ElCeZpt fro% -Caxa%irsn 
$f it is irrev-~caSlg 2eCicated t~ re2isiousp ~clenCifie, ox 
charitable puxposas md upon the liqzzidatim, d r i s s ~ i u - ~ i i ~ n  or &anZcnzzr 
sf the ohrr;er will not i n u r e  to the 5enefit sf S Z ~  puivaee? person 
except a imdr  foundationp or corp-xakios organized arid aperztzd 
f a r  religious, scien+A.fic, or charitable purposes, As to shes 
~~~~~~~~y is " i r r e v ~ c & l y  dedicatzdR to such a gWpOse oz 2 7 L " p o ~ e ~ I  
section 2 1 4 . 9 1  2roviGes t h a t  fcs  t h e  pulr#sa of s e ~ t i ~ n  234,  property 
a h a l l  be 6eerneZ. irrevocably dsdicated to re l ig ious ,  scientific , or 
charitahlo purFoses only iT a statem-eck af irrevsc&2lc d e d i e a t i ~ n  = k ~  
only these pm2oses Fs fo~r,ci io me a r t i c l e s  of incorporakion of the  
cor jsra t ian ,  or fn the case of  ariy s t h e r  5xzb or fcuirdation, in the 
bylaws, a r t i e l ~ s  of associatian, constituti~n, or resUat i sns  
thereaf, as detsrmined Ly t5e Sta te  Board of C ~ ~ a l i z a e % o a .  

In cxa  pinion, pro~erky ovmed by a r m s t  %hi& is, in 
xmz ,  a founCiitian can o5.taix-i the benef i t  of zhe exercption trhere 
ei thsr  Lze trust instrument or t h e  by l& i :~s  -~i,=ider which zhe t r u s t  
Troser-ty is r~an3geZ meet G"ie r e q u i r e x e n t s  of s e c t i o n  2 1 4 . 0 1 ,  As 
these is no statenent sf irrev~cabie dsLica t ion  to on ly  2xempt 
3uryE;es in t h e  ~eclaratien of T r u s t ,  however, the  trrrst sroper ty  
is aot i r r e rmcab ly  dedicated to such 23urgose.s for the 2urpose of 
sec t io~ i s  2 1 4  (5) and 214 . O f - .  See the elxclosed copy  of SbZ-ZSD AEE 247 



' ' The  2 g g ~ e ~ t - l ~  of t h i s  trust is irrevoca3ly 3.eCicatzd 
ta seaigiccs, aciantLfic, char i tabie  ur educational 
p u r p s s s  aeetir?,g  ha req.ziseaznts 

2i4 sz ,- - i jravidad b57 sect is;.^ tLe ~;svsz?_iia - for exeq- t inn SLS 

z;.i-c% T a x a t i o r s  
C D ~ E .  . . + '' 

AS you w i l l ,  note, sec t ion  214  (6) also rsquires that upon 
<qe cissolution oz ~:-a wia;zerF tCe 2 x 8 2 e x - k ~  - - sill nut inure to 51~ 

benefi~ of any private  2erson except  a rune, fauadation, ox 
eorpra t ion  c r g a ~ i z e d  and operate5 for r e l i $ i o u s ,  h o s p i t a l ,  scientific
oz ci~ilri*,&le ptrr-p?;_es, 6&-~ile t ? ~ e  3eciarat ion - .  of T r u s t  dues  corta in  
a tcrminazion 2xovisioz in paragxaLzh 10, a aisaalution ~rovisSon 
sia'ilax ",a thak F~&i.cratz& in ' 2%~  S ~ ~ ~ O S U T E S  shoil9G 3% suhatiz'il%a& 
-A Lzreref i 9s:. 

& t t o x A = ~  i;epieral say instikute au-l-opriate L yL 

praceesizga CQ secure c a ~ ~ l i a n c e  with '&xis a r t ic le  
inv&.=e tYie j~rin;-36ctiozl of tLe court , a = 

cjstkii-ig i n  %his art icla  sha l l  i m j z i s  OP rs~trizt 
A' Lxa j a r i s & i c t i o n  of any cau r t  w i t h  res l i ser  to ariy 
of the ma:z.ers covered Sy it, exc2,t _hat no court 
shall have juriadicf-fan to ~1~c:ify or "Lerrilinace aqy 
trust of p r ~ p r t y  :or zhaxitaSle pur-oses  miless 
t:~e Attorney General is a ? a r t y  to t k e  ~roceedings." 

Since the t r u s t  is exprassly mads irrevocalle, since neither trustors 
nor oriiers are gr.y,r'zrir.ezr-d to mLcndc n tcd i fy ,  or r e v ~ l r e  "the trust, 
an6 since -&e trust G u r p s e s  are, in park, zhar i tak le ,  sny 
=aforn&:kon sL~sald be aczo~~l f s i : ed  sy z~ezcs of a Legal actioz f%ie< 
Fn the ai~grapr ia te  Zupcrior L s u r t  zo whit% '~ke A t t a ~ n e y  Zenerai rs 
s par ty ,  

, 





JB~:  el 
Eric 1 

bc Mr. Jack F. E i s e n l a u e r  (W. Grorrmet) 
DAS F i l e  
Legal Section 



2:~. Jsck 7;'- Eisej-iS-ancr [V, Erice 
D,qS Fiie - ~~esta t~ZL2nt  sak - 
Legal Sectlan isSies 1-3. 

poxticL2 sf the 
3976-77 findin~s

AEsessor - - . .  is s t i l l  inqtxiring iatr 
51 . . - - 3 ,  2 - - ', 

w-.--2-J-; rra zc 3 m + ; i r ; + ;  \ 1 

 



MY. Sahn H.  Eevia, 6sss~sor 
San Barn=$ina Csm%y CoMP-Lhouse 
351 f2srth Amwhead A ~ e n x e  
San BernardLna, @B 92403. 

"Phe T''it3.a Xnswsnce 61"t-3 3ms.t &om$&ng $3 %he Erust+ef: af  
a . trust ereate?$ ,by "&ia , 9 1, 
1 ,  The %z"t is t  -was m i z a t e d  LE an2 a w 2 5 f  i e ~ ~  far %he: 
welfare axeli~pzion, 3% 29M3 sad 
m$e I gFerrt dead to riei21a Lnsi;r8xee an6 T r u s t  G D ~ z E ~ ~ ,  63 
i % s  Tzce, "ue deed. smewB -so cozPey fee sit~$,le 22323so39ft~ t o  t k e  
pzz"Lee, Bowe~rer, %ha gra4;es -3zx.r; d s c E ~ r e d  %ha% iit heids  
tke ~ Y D P E T ~ ~  i n  trust for the  and the 
deed mikes reftrance ta -the nse ef -%h~ pmpeshQ- as .z %c.y S G ~ U %  
e q *  

I - ,  

- -The ,pece%~% af eke -r"iee9 ar& %he ac'n-nmL~dgmenX a% the ' 
r;;m~Z;e~ %he Fyo2~fey i~a..kield 5.a trw% f s  su$fielien% -under 
C a S i i k ~ ~ f a  t g w  %Q cr-ezLe a 'apsXM"t,a~ tfust, fG5a&3 Code 5 2222; 
_I__ 
Ctath v. Bhsaq 41967 ) &7 CaL. -iLpp, 26 -&65 i M -GEL  Zptr. 693. ) 
The %paas$ gar t i h~  -benef&r: ~5f.~Z;he 2s a 
r=~1"i'.ua%9e tm~i t ;~  -The ;@raper%y , Lfies for t he  welzare 
exem1;tion p~svidf ng ~ ~ ~ i c u s  prscedwel s e q u f r e z e ~ t s  zre RE%, 

The r ea l  ~ r o p e r t y  i~ guestion wag added to the existtrig 
t rus t  crez$cd 5-n 1960 under a t r ~ s t  grcvielon allowing %or 
such add%%ions. The t r uszee  arid trust@r h a m  amended t h e  
%rus t  t o  i ac f  ude En acceptcble S ~ ~ e v o ~ g b Z e  bedicaticn of the 
prope r~y- ,  The boy scout co+mc%l bas the  groper income t ~ x  
exexp%iozz to quzllfy ~ection 214.8, The c l e b  m s  f i h C  
by t h e  tenefLeia-gr t i r ough  iks scout executive. 

The issue to 5 e  6ecidcd is %.&ether t h i s  tsust has met  %he 
requi~e~en%, _of t'secr.tion 261 of ZPL'~.E Ee~e2'~tle ~ n d  T=at;5~n Code 
requ i r ing  %he interest in rea l  property of t h e  c l z i c c n t  'be of 
recard on t h e  l i e n  date in t he  office of t h e  county reccrder, 



MT* John H, Bevls, Assessor February 19, 1968 

The answer to t h e  question  lie^ in t h e  understanding 
of t h e  t r u s t  r e l a t i a n s h i ~ ,  A t r u - s t  p laces  legal ovl-ership 
in t h e  trustee who ope ra t e s  t h e  t r u s t  far t h e  benef i t  if i % ~  
benef ic ia r i es ,  The i n t e r e s t  of  %he benefLciaries is secog- 
nieed  by c o w t s  of equ i ty  and is u ~ u a l i y  cal led equitable 
title, 

hevenue and T m t i s n  Code sec t i on  214 d ~ e s  not trrientioa 
t ~ u s t s .  Xt is r ~ t h e r  clear %bet c b ~ i t a b l e  trusts in wh.fck 
t h e  beneficiariez are $he .publ4c or an nndeflnsd p ~ r t i o n  
the reo f  were i n tended  to qmlSYy Tor t h e  exe~p@5on. The 
question then  a ~ i a e s  as &a tiha muat be e;hmn sss record  ovmey 
according to segt5sn 261. zr, t h e  ceae of %any cx3klaT41table 
trusts, t h e  publlc a@ large as the,benefTc3ary cannot possibly 
be named as record mner. Clesrly, %he legal owner in these 
cases m u ~ t  be deslgnpted In t h e  dee6, 

In t he  ?resent  case, the . equl tahle  - crves i s  a c h 2 ~ ~ % a % l e  
corpa~a%icm, which is asc~~%exnaa18, S J e ~ ~ e f i h & l e ~ ~  We b ef %eye 
5% is g u f f i c i m t  t he  tm&ee, elone, is shokm ae t h e  
g ~ ~ n t e e  ora t h e  face of the dsec!? Tk9s in"c;cg.pretation recog- 
nizes %he xrustee 8s %he l e g d  omer of the ye& prcperGg and 
E V O ~ & B  an>T q ~ f ~ t i ~ ~  ~5 'i;G '@&ETA 'the C G ~ Z S  ClBriiPr ~CZ3.35 be 
i n c l ~ & d  Fra %he deel  9:kic'a 5s r~cosee.3, 

It is t rue 2-k$ ~ e c % i ~ z  263 requbes $b% b . W ~ e s L  d &he 
cl.airxan%  st^ be reeordeC, Eowevm, X ~ E  E~LBFJ t~-mtfm $0 TlEa 
clainis  on behalf  of b e n . @ f i ~ i ~ i e ~  BT to jcln Z-ii as file separa"Ue 
clalns for  t h e  tmst   TO PEP^^^ Tk3-s 5~ E E C ~ G S E L T ~  br ; e r~~~xe  af 
t h e  division of equitzbLe end l e ~ a l  -o~erskL;ip:  k'e do aot 
beiPeve t k i z  tpdstnese dc3atee %he pert lnenz code aect i o 3 s ,  
Fe therefore eaend o w  ax-igfiel finding as respec%e the Cwp 
i-;srt~, ~ i " o p e ~ ~ t ; ~  tc iacln.?e ;the yea1 propesty ES ~ e 9 2  as the 
persofial propc,z%y an$ b ,pro~renent  3 

30h2 El, Fno-dee 
Tax Courzsel 

JHI: : d> 
c c  : T i t l e  Insu-rance &< Trust Co, 

P, C. Eoz 921 
San Sernardino,  California rln 

,,L+.UL 

b e e :  Mr. J. F. Eisenlau-er 
PJr, J. J e  DeZaney 



Ra: Sala"r;h (Eisma2 

*-Ei3n F2, a 



2. T ~ Q  f a c t  thaf ooe-txsith a l  "ce ~ F O ~ @ F ~ F  is hex4 %a 
gecgrity fop a Loan does no'&. Qisturb the  exeaption if t h s  ultinats . 
beneficiary qurlifi.les. Bvidence of tho ~ t a t ~ s  of t h s  rime& 
t%,atr ibute@ as s sacurSty haLd~r ~tx tzbs~  &#x u ~ % ~ c % B  bens%ioisq  
siiould be greeented with the w e l P ~ r e  @xsmptfoa 01-9 a*% .a 

3 ,  The cantemplated use of th& ssnch to 2roduce basf 
$0 be & ~ n ~ t s &  aee&y- f&Xfe& oo.r*a%fkute~ z i~% &xewt  %$ts af %tie 
land ia our apbnloa. We hala made a &L~tinctlon =% ~oth~r welT=a 
exemption Claims betvsen %so ~f agrionltn~al p ~ o p @ p Q  that a ~ s o t l y
beaafitg the a@@&y (op clthep in&efblka $Pow, a i d  $43 vhich a&y 
ba G Q ~ s % & Q ~ ~ &  ~hrnit;&Xe) UEB WSC~ aerelg produces i%"~:~;ras 
evsn tho@ the fnenna ln turn be &@sated to char3 tabfs trctivities
me contenrplht;a~d plw m9 the alternatfLvs a m  te d i r r ~ c  tig bencfi t 
Wa Peep needy with %be ~ r a s i t u r a l  ppohef;a fpola the l&, 
%sm j.g eaxsg~rsicxt af %he? p o d x c t s  b t o  ensk pt-LGF t~ &~ja%f o ~ 1  
asccfihg to BUY 1 ~ 6 6 ~ s  &~n&Wg* 

Sc EP, Ronald 3, Welch 
I&. Robert Gustafson 
H r ,  Neilon Jeivlings 
&, AMm F. Co ldman  
liZr, Jack F. Eisenfauesg 
Legal See t i on  

 

 



bc Mr. RonalE B, Welch 
Mr. Robert @ilstefson 
249. Nei lon  Jamings 
BY, Abram F, Goldmcn. 
Mr; Jack P, Eisenlauer 
Legal S e c t i o n  

Pns ten f ig  gpsg&rrrr asaignsd % e f r  5~"*%oraes"t s-~c 33- 
Qr a u a f i f ~ x ~ l a  2 9  ae %%L g % ? ~ t  &?BB=%E%~ & Eifp$ %&hi%@& LE 
8ttaeheS together w i t h  cwle~atcry le t te r  P P ~ B  oormsel f o r  
%kt@ T T U S + % ~ B ~  $ 2 ~  2?~516$932 bjI& 8 ~ 2 2 % ~  Zfrr  %he we7_fee a x e d v t P ~ ~  
ae tis %be ~ a n ~ i -  2 % ~  ftmstee3 S ~ E ~ S S  5% 5% $he iaterr-i;%on QS %he 
p ~ p t i e ~  $0 r d s e  cet t le  on t h e  ymch @ i ~ t ~ i b ~ t i o ~  of =E% il: 
kin& t o  the i ~ & g ~ : a t  or ~ll;err.c~t;ely bsok to the fan cherities, 
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STATE BO,A.?E OF EQUA~IZATION 
1020 N STREET, SAC.?.&MENTO, CAL!FORNiA . 
(.p.c, BOX 1799, SACRAMENTO, CALIFORNIA 95808) 
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GEORGE-R.  REILl?. 
first D i r t r i d ,  j a n  F r a n c i s

: . - . J O H M  'A'. LYNC

Second Distiic!, Fresn; 

WlLLiAM hi. B E N N E

Third D i l t r i d ;  Son R c i a e

R I C H A R D  NEWINS
Fourth Districi. Poacden

HOUSTON 1. FLOUP.NOY

. Contro!Jer, Sc.rrornenio- - 
W. W. DUNLOP

Execdive Srcrr!mry
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FIT * 
Attorney 2.t Law 

Re: Welfare Exemption C l a i m  o f  the of' -C1 

,Trustee, ior 
the S o c i e t g  &'id i ' i n e  Other 
G ~ ~ l C o r s  as  t o  t h e  Flanch,- South ?==el, 

Dear ldbo 

We have revierr$d th.- absvs-referencad c l a i m  in l i d l k  oL of 
oor-espo:ldsnce w i t h  $k, John 33:lo;ries ~ T ~ G T  to f iL?Ilg =d ou r  

conyeps zti r~fi since 2nd conc?-ufie tha t  r l ~hough  oxenption mzg be - 7 . - 
possible .,-,e-,-+ --- -A v yea? grcai ,2ad - ';he - i n i s l c r n  & ~ ~ i ~ ~ b l e  2 5 -  c---la& 
out  2nd o z r t t i n  a ~ g ~ ~ i z z t i n n &  requiremsnta are cnnpl ied  ;,ri_t'n f 
we cmLTotgra--rt t he  exempt ion  for t h i s  y e w .  '(42 xi12 s e t  fort% 

re3s j r . s  for denia l ,  b u t  bsfore w e  do S O  a br i e f  SQDAEZT~ sf the 
f ac t s  leeding up %a t h e  c l e i31  is in o ~ d e r .  

- -- t J b ,  wil12d h i s  i n k s ~ s s t  i n  ths s o u t h  ha l f '  
of the x m c h  t o  t e n  -,harita>le o ~ g ~ i z e ' b i o n s .  T5e orgmiz.;l:13as 

8 .  

( he re ina l te r  referx,d ". 2 5  g r a t a - s ) ,  ir- turn, g r m t e d  thsir 
~ h t e r e s t s  (which u l t i m a t e l y  became f e s  i ;?Ti5rship~) in % P I ~ s %  to tb.5 
Bz~n2.x of' a3 t-ustee tc mvxge t h e  p rape- tg  f o r  %hex. To 
heve tln.3 p r o 7 e r t y  bs exempt r r o m  t h e  propeyty tax  iinder t h e  u s l f s - s  
exemption, a o l a  wzs a d v a c e d  t o  de-vste the p r o p e r t y  20 chsritab!e 
purposes, n,,5mils, the r a i s i n g  of c a t t l e  for f ~ e e  dist?ibu%ioa of . .. fcod to t he  ~ ~ ~ ~ c n $ e  P r i o r  to filing - f o r  t he  exemption t h e  cp in ion  - -  of >ir. ga0;:1es 2s  t o  t h e  feasibility of  t h e  p l m  was sough t ,  and 
110 r e ? l i o d  2.. i n ~ t  7 exerr.pSion woi~ ld  be i n  order. U F G ~  r e c e i p t  of t 3 e  
f i l e d  c l a i m ,  ho%,-sve-, c e r t s i n  A. i rna'ters c m e  to l i g h t  which requ i -e  
d e n i a l  o f  t h e  exemption f o r  ~ n i s  year ,  

Section l c  cf A r t i c l e  2x11 o,f the Constitution z ~ d  sections 
214 ~"seq, r;f t h e  Revenue and T c < a t i o n  Code p r o v i d e  t h a t  b e i ' o ~ e  
3 r ) g p e r t - i ~  c m  be e x e q t  f rom '.he p r o p c r t r  %;x t h e  w e l t  =..a 
Exemption it n:usf be in actu.1 use far t he  q u a l i f y i n g  p'i-poses o n  
i;he ] . ;an da te  a d  ogi;ed by an e n t i t y  xhich nests c~Z'.bziIl 0 ~ g a n . ~ -  
zg t iona1  ~i;uiren;nts, "be f i rsi ;  Frsblem F<lli~:l s;?e to l i g h t  u . p r r  
the f i l i n g  of c l a i n  con-ern-d the use T ~ Q U ~ T S E I ~ K ! " , .  









bc Mr, Ronald B, WeLeh 
Mr+. Robert Gustalson 
HP. E e i l o n  Jemings 
I&, Abram F. Goldman 
Mr. Jack F, Eisenlauer - Vance Price - Please issue a finding 

sheet in accordance with this letter. 
Legal Section 


